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Alcoholic Beverage Industry Reestablished

Er J. & Van Bovearing s DIivilon of Avyindees Keview

TUBSEQUENT to repeal of the prohibition amend-
ment, the alecholic baverage industry rapidly as-
sumed a position of importance in $he Nation’s business
structure. In the poried from 1924 to 1937, the value of
distillery and brewery onbput expanded to mme than
tour-fifths of o billion dollars, and the velas added Ly
manyfactine reached nsarly one-half billien dollars.
The process of revitalization, which has amounted
practically to & reestoblishment of the industry, has
beon sttended by some unusual somplisatiohs. At
the outset, produetive facilitics were deficiant, partic-
ulmiy in the distiling indonstry, end there was no
system of distribution. Stocks of aged spirifs wers
vory stasll. Howevor, with the pessibilities affered new
capital, the pumber of distillaries and brewaries increased
repidly, and & working distributive system was sob up.
The aceumulation of an adequate supply of aged spirits
has besn largaly o matter of timse, and while the guan-
tity of bonded liquors offerad for sale remained rela-
tively small until recently, presant indications are that
inrre quantities gra currently bacoming available.
Preprohibition Trapds.

Figure 4 depicis trends since 1901 for several impor-
tant phosce of the liquor-producing industry. The
gteady growth in tocpaid withdrawals! of wlhisky
from 1905 through 1813 corresponded roughly to the
increase in popuiastion. Subsequent to 1013, the pre-
prohibitien downbtmn oecurred. IProbibition meas-
utes hecsme operative in a number of States, and the
reduction in the rate of sutput wos accelerated by
the wartime smergency act of 1917, which prohibited
the manufacture of distilled epiritz for beverage pur-
poses subsequent to November 9, 191Y. The Volstead
Aet, which prohibited sales for bevernge purposes,
became effactive after January 16, 1920. Doring the
5% yenrs since rapeal, sperial circumsetances make it
difficult to determiine trends, although the available
datn suggest that consumption is currently exhibiting a
tandency to level off. The same situation has pre-
vailed in the brawing industry with regerd to the trend
of consumpiion, although ihe rise 0 1914 was partly
in consequence of o smnll increase in the quantiiy
consumed per capite,

Bize of Industry,

According to the Cenans of Manufactures, aleohalie
beverages produced in 1037 wera valuad At over $837,-
000,000, Of this total, more than 337,000,000 or 64
percent, ropresonded molt liguozs, 14 percent distilled
gpirits, 17 pereent rectified and blanded spirits, and &
pereent vinous liguora, The true relative importanca of

1 Togrpald wiihdrawaly pod tota]l eonsumption for bomerage Do Bre Dot

FrODLymans. Boo the fectiot hoaded “Distilled st Ractifed Spicis” or o disces:
pithh af tbads eotgaple,

these indueiries is not revealsd by thess data, sinee the
figure Jor rectified and blendad spirits includes a largs
sngunt of duplicaticn. The “value of product’” in tha
vensus reports iy the selling price at the plant, exclusive
of taxes, of all commodities produced. In the caze of
rectified and blended spivits, it i= ¢vident that o large
part of the value of product is actually created in other
indtsirite, Thus, the whisky used in the blending
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Figure 4 ~Fryiuction, Tax-Faid Withdrawals, and Scocks of Fermonted
panlt uTlmra and Whisky, Plecal Years 19#1-19 and Galendar Years
1435=31 {LJ. B, Tressury Daporyment, Burezu of [otarnal Revenual.

process is produced by the distilling industry, and a
laxge part of the neniral spirits hy the chemical in-
dustry.? Ancther imporytant factor aifecting compori-
sona on the basta of valea of product i= that the propor-
tinn of the total represeméed by cost of materinle raries
considarably nmong the major divisions of the induatry.

Tha sige of the industry, in terms of the operations
actually performed, is batter represented by the censns
fipures for valun ndded hy the manuiacturing process.
The ‘value added” ia the ralue of products less the cost
of materials, supplies, containers, fuel, and purchased

+ Iy 1048, ponteal apbrbts dumped Fe reakldooklem aonoumnbsd Lo 25 200,000 toe pallone.,
of which 17,600,000 B wrern prodockd 1o bndvedcdsd skeohel plants nod 16600000
foiloms In Glatlieries. In 1037 the total omdantad Lo 2,600,000 gollong, of ohige 23,-
700,000 gallons woee préduced in nduatrial nicobed lamts, aod 7,200,000 pallons 5o
dizrillarbes
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elecitric anergy. In 1937 the value added by maouisc-
turs amouvnted to $466,000,000, or abouvt 1.9 percent of
valua addad n tha manufaciuring processes of all
industries. The maltdiquor indosiry accounted for 72
percent of the total value added by mapufactura in all
liquor industries, the rectifying snd blending industry
for 15 percent, the distilled-liquor industry for & pereont,
and the vinous-liquor ndusiry for 4 parcentd.

In tha sggregate, the value added for the four indus-
tries wag sbout one-tendh larger in 1937 thon In the
preceding census vear, 1935, Several ghilts, however,
were evident. As & result of the marked decling in
distilling operations, the valua added in the distilleries
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decrsased slightly more than one-hali 23 compsred
with tha figure shown in teble 1| for 1835, In rectiiy-
ing plants, the growing supply of straight spirita
avaiiable for blending resulted in & gain of nearly thrae-
fourths in value addad in 1957 compared with 1935,

The aleoholic-bevernge indusiries aceount for a
smaller proportion of totsl employment and wraga pry-
ments then they do for walus of product and value
added by mannfacture. In 1337, work was provided
for only about 74,000 workers, and wages and salaries
paid amounted to $123,000,000, or slizhtly more than
1 pereent of the total of such payments in all manufac-
tvring indnstries.
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The liguor industry iz mgnificant from the manufac-
turing stondpoint, and it is equelly imporiant in the
wholessling and retailing fields. In 1938, the latest
year for which eomplete censns fipures are svailnhble,
whaolesale businese done by organizations whose prinei-
pal bueiness is the distribution of beer, wines, and
liguors amounted to over a billion dellars, or about 2.5
percent. of all sales incloded in the eensns wholesala-
sales ciassification (see tabla 1). Thess fizures, how-
ever do not include sn indstertninable quantity of
liquor distributed by wholesalers who are not classified
8% beer, wine, and hguer distnbutors. Tlhis s appar-
enily an aven mora important; consideration in $he case
of retail sales. Keported reiail ssles amounted to only
slightly over s hiltion dollers in 19833; but this figure
includes only sales in doalang places snd packaged
sales of beer and Liguer stores and exchudes sales in
restaurants, hotels, and in cerisin retail outlets, such
&5 grocery, department, and drug storas.

Sample date indicats thet classified wholessle sales
continued to expand rapidly in 1935 and 1937, and tha
decling in 1933 was relatively much Jess than that
recorded for other lines of business. These data, which
are avallable for full-service and limited-function whole-
salers only (see tekle 1), indicate that such sales in 1038
were moere ihan one-third larger than in 1935; while the
gein in seles of all-zerviee and limited-function whole-
salere amounted to less than onetenth. The same
situstion prevailed with reference to reported retail
business, although the chonges wero somewhat sraaller
thon those reported for wholesala sales? The gain in
whaolesale and retnil sales sinee 1935 Les baan dua in
part o the repanl of prohibition laws in some States.

" Employment in wholesale liquor establishments cov-

¢red by the cengus retums in 1935 averaged aboud
38,000 workers, or 3 percant of total smployment in
wholesale lines; and pay rolls amounted to about
£58,000,000, or 2.8 percent of all pay rolls in whole-
galing. Retall liquor establishments empioyad about
277,000 workers, or 5 percent of total retail-irads em-
ployment, and paid sbout $121MX),000 in wages, or
more than 3 percent of total wage payments in retail
trade. The figurea for liguor establishments inelnde
only those ot work in drinking places and in retail liquor
stores; employinent includes proprietors and firm mem-
‘bers, and pay rolls exclude eompensation of proprietors
of unineerporated businesses.

Fermentad Malc Liqunrs

Tax-paid withdrawals of malt liquors in 1938 totaled
51,400,000 barrels, as compared with 55,700,000 barrals
in 1937, tha post-prohibition record year (sea table £).
In the year of maximum consomPticn—1814—tax-paid

* Esthmates of B vodima of wholtsals and retal] zales sobsmquant o Ehes for 1030
sboxcd io knbls |, am compled by e Marketlog Felarch THyinlao, Tacest: of For
#len snd THyest e Commert.
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withdrawals amounted to over 86,000,000 barrels.  Per
capite consumpiion is much less than in that year, as tha
pumber of persons 20 yeats of age and over has incrensed
about 40 parcent ovar this interval. Approzimstaly
53,600,000 barrals of malt Houors were praducsd in
1938 a3 compared with 58,300,000 in 19537, The axecess
of prodnction over eonswmption in 1938 reflected mainly
tox-frae withdvawals {consomed on premises and with-
drawn for coren] beverages and for export) and brewery
losses, with stocks showhy only a slight incrense.
Stocks are customarily low, and, sxcept in tha spring,
are usuelly equivaleni to ahout 2 months' consumption.
About 700 brewerias were in operation during 1938, as
compsred with about €00 of {he time of repenl and
nearly 1,500 in 1913, the last préprohibition year un-
affected by wartime emergency messures which re-
atricted and finally prohibited the use of raw materials
essential 1o the production of mali liguers,
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and 1933318 (1. & Treasory Department, Bureaa of Internsl Revenuer.
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The industry is subject {0 & marked and rather regular
seasomal movement, with preduction and consumption
vsually ot their low in January, and at their high in
Fuly or Augnst. Bales of botiled and eanned bear have
ascounted for & rapidly inersnsinge propoviion of total
zalos gince 1934, In that year, fermented malk liguors
withdrawn hy pipe line for hottling seconnted for about
25 peveent of total tax-paid withdrawnds. By 1935 the
propoction so withdrawn bod ineressed to 45 percent,
and thab withdrawn in barrels and kegs hed decreazed
to 55 percend.

Impeorts of malt liquors are small, customarily
omounting 0 less thon 1 percent of consumption. Heer
god ale have been mmported maioly from Germnor,
Japan, and United Kingdom. Exporis of beer are also
of smali proportions.
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Drigeillad and Rutl:ﬂuﬂ Spirirs?

Although tex-psid withdrewnls of fermonted maolt
liquors recorded & decline in 1938 as compared with
1937, withdrawals of distilled spirita continued $o in-
creass.  VWithdrawals, however, have shown a tendency
to lavel off, the 1988 total of 87,700,000 tax gallons set-
ting & post-prohibition record by only a small margin,
(Zes table 3.)

Tax-paid withdrawals of whisky have shown smal
reductions in the past 2 years, with the 1938 total of
58,300,000 gallons about 1.5 pereent lower than in 1237
end 4.4 portent lower than in the record post-prolibi-
tion yenr 193¢. (Sea table 2.) The fisures for with-
dregwals nre not o satisfactory indicater of domestic
constmption of whisky, since they do not take into con-
sidaration the rectified spints consumed, the ned im-
poris of recent Years, or the changes in stocks 1o the
hands of wholesalers and retailecs. After adjustment
for rectified spirits and for imports and sxports, the indi-
cated consumption for heverage purposes in 1938
amounted to 98,600,000 gallons, compared with 108,-
300,000 gallons in 1037 and 98,900,000 gallons 1 1936.

As satisfoctory data for redtified spiritzs wers not
reported bafore prolibition, it is not possible to make
a direct comparison of total current consumption with
thet of the earlier peniod. For tax-paid withdrawals
of whisky alone, tha 1938 figure of 69,300,000 gallons
compares with the 1913 fizcal-year total of 78,200,000
gallons.  While blended whisky, the impertant variable,
cannot be determined accurately for 1913, the available
stabisties snggest that comsnmption of sueh spirits in
that year was larger than in 1928,

Production has Anctinted widely cince repenl, with
the industry faced with the necessity for building up
large stocks for aging. On June 30, 1933, stocks of
whisky in bonded warehouses amounted to sboub
13,400,000 gollons, end the seven whisky distilleries
in operation had a daily capacity of 60,000 proot
gallons. Within a yesr, the number of distilleries
wns increased to 44 and the maximum daily capoeity
to 750,000 proof gellons. Froduction expanded rapidtky,
and by the end of June 1934 whizky stocks smounied
to 57,700,000 gallons.

in consequence of the industry’s efforts to accumulate
stocks for aging during the early years following repeal,
whisky distilled in 1936 reached an unprecedenied
total of 245,500,000 tax gallons—inore thon double
that of any preprohibition yesr. Subsequent to
1956, production was curtailed and by 1938 it had

1 AN quonbities b $bH faction e Id ¢4 gellons aoless otberwios indiosted. A
Rroot gniipn br e gallon of apiclis whigh contalng oo bl I volizo of skeobed of 2
Npaciiic graTity of 0.79 4t 0° F.  Full-stesogth clcobol 4t thby spsolfin gravity and
Bt Ul tgmparntiwe bn Fakarrad 15 o8 DO PRoal the S0 paeeant GiaMom Yidds a sosdiict
which in Mi-parcant proal. “The tar gafloo in Feeoodt wsed v measaring the smennt
Of Fedors] excise t2x don whsD spirlts are withdrawp from bood, IS {oe fodriss ste
abirs procl (100 Traol) thetax s propartloan] with tha peoal; howavar, if ths spirlts.

wr balowe prod, Ebe todt of cesasreaient F £he timaderd wins gullan Af $92 cubls
Inchm.
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diopped to about 25000,000 tax gallons. Siocks
continued to rise, and by the end of 1938 svpplies of
whisky in bonded waorehousses resched neasdy
468,200,000 gallons. Of this fotal, about thres-fourths
was corn o bourben whisky, and most of the remainder
was Tye wiisky.

The supply of distiliod spiritz more than 1 year old
has been imersnsing: bat until 1938, stocks eligible for
boitling in bond wara relatively scarcs. On Junas 30,
1938, stocks mors than 4 years old totaled 9,500,000
gallons, about four tiores the quontity o year anrliar,
(See fig. 5.3 Dnta on stocks of total distilled spirits
subzequent to June 30, 1928, are not available, but

MILLIONES OF
ARogr daleons
1%

Wil Umited Kingdom

- Carada

1985

1913 ' 1884

% Jrll -y
Figore & —Whisky Tmporti From ths Unltad Kiegdom and Cansda,
Flocal Yeour 1907 and Calesder Yoars 1904-38 (0. 5. Departmdu; of
Commerce, Borme of Forolgn and Domestic Commareo).
Nore—Tmports foom ciber coontrksr aro negliglble, amoonklng in 1657 L2 only
L7R00 Dront paliang, a3 mompresd wik M, 198,000 pioel pellyga o the Tattsd Klogs
dom and Caneda,
figures reported by the Federal Alsohs) Administration
show that supplies of bottlad-in-hond whisly reached
14,500,000 gellons at tha end of 1933, compared with
§,600,000 & months earljer. At the middle of 1933,
total stocks of distilled spirits eligible for bottling in
bond emounted to 8,500,000 gallons. This ficure was
reduced steadily in the sncceeding 4 years to mest the
damand from blenders. Supplies 3 to 4 yasrs ald
amounted to 37,000,000 gallons on Juna 30, 1358, as
compared with 14,300000 gallons a year eadier.
The incrensing propovticn of totel withdrawals repre-
santed by older Bquers is indicated by the fnct thet of
tax-prid withdrawals of whisky during the year ended
June 80, 1933, only about 5 percent represented eour-
rent-year production, as compared with approximately
§ percentin 1037, 27 percent in 19346, 55 percent in 1935,
and 75 peroent in 1934, Withdrawals of boitled-mo-
bond epirits have increased in the last severnl years,
but the total for the year ended June 30, 1938, amounted
to ouly 3,800,000 gallons;
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Whisky is the only distilled spirit imported in sig-
nificent quentities. In 1938 =uch imperis amounted to
pearly '10,300,000 gallons and sccounted for about 10
percent of estimaied consumption for beverage pur-
poses. + As ia indicated in figure 6, practically all im-
ports stock come from Capada and the United Eingdom,

As of June 30, 1938, the 108 whisky distilleries in
operstion bad o daily capseity (24-howr) of 1,390,000
proof zallons. Whila the 1053 fipure indicates & possi-

ble maximuie capaciiy of more than one-hslf bilion |.

gallons per yesr, actusl capacily is uuch less than ibeat.
Excapt during periods of wnusual actvity, suck as in
1236, the industry does not operate on a 24-hour basis;
and, in addition, output is cheracterized by rather
markad sepscnal fuctusiions which reflect the move-
ment of grain supplies to the distilleries. Normal
shut-downs for Sundays snd holidays snd for repeirs
snd replacements also affent the theoretical maximum.

Aa o result of the proration progrem in the wine
ndustry, some 300,000 tons of the 1938 bumper graps
crop were diverted inio the produstion of brandy.
This lifted brandy production for the year to 28,500,000
gallons, nbout 20 percent more than in the preceding
year. Btocks at the end of the pericd wers about 12
times the 1938 annual rate of tax-paid withdrawals
The proration agresment, however, provides that satput
attributable to the diversion of grapss from the wine
industry shall be withheld from the marlcet under o da.
ferrad-distribution schedula. Moreovar, & large but in-
determinete part of the available supply will eventualiy
bs used in the forufication of wine. It iz thus diffienit
to establish & definite relationship between current
stocks and eurrent congumpiion.

Production of rectified apirits snd wines in 1928
amonnted to 41,300000 gallons of which & total of
31,000,000 gollons was whisky. (See table 5.) These
totals were hoth below those of 1937, but exceeded
those ¢f any othar gear gince repsal. Im the process
of reotificntion, the 304 plants in operation (as of June
30, 1938} comsumed 28,200,000 gallons of aleohol,
12,900,000 gallons of whisky, nearly 600,000 gellons
of other spirits and over 100,000 gallons of wins,

Wines +

Though dependent larzely upon the grape hatvest,
operations in bondad wineries bavae risen sherply since
1934. Production of still wines (necluding wine for
beverage use and for distilling brandy) in 1938 totaled
sbout 228,800,000 gollons, & slizht gain over the 1937
total, end the larpest cutput since repeal. {Ses tahble
7. Tax-pald withdrgwals, which approximats com-
sumption for bevernge purposes, alsg showed a small
gain in 1938 z= compared with 1937, and tax-free with-
drawals, used largely i the distillation of brandy,
showed a somewhat sharper gain. Of total 1988 with-

VAR quantities In this seeticn ere ho stendard UnAed Bintes palloma of 2L cublo
tnehes,
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drawals, amounting ta about 233,800,060 zallons,
nearly threa-fonrths wers tax-fres.

Produciion of sparkling wines in 1938 was about 9
percent less than m 1937; and {ax-paid withdrawals,
amouwnting to 328,000 gallons, and imports, of ppproxi-
mataly 433,000 gallons, were ezch about 15 percent less
than m 1937, (See fable 8. Produetion of varmouth,
a relatively minor domestic product, wns zbout 20
percent larger thon in 1937,

Appendix

Dhata noad throughout this article are faltan for the mast part

from reporis of the Bureau of Internz] Revemue, the Biennial
Censne of Maoofactures, and the Cenmrs Burvey of Buainess,
Fert of the deta are presented regulerly in the Foodsiufa and
Tohecen esctlon of the BoRvETY, page 41. Siatl=stics relating to
pradustion, tax-peid withdrawale, and atorke of fermentad malt
Liguore, distillad spirits, and whigky, and produstion of rectified
gpirits aod wioes, sre there shown, Toablex 2 fo 8 pages 1718
of thir issue, presemt the complete higtorieal record for thess
data, intiuding certalr preprohibition figures not heretofore
shown o the Zvavmr, together with a number of cther series
releting fo the Bauer ievduatries. Tha zarfaa shoom In thees tallan
will ba prassnted regulaly in the Svrver heghming with tha
immae of Augnsad 1930,
- The Bureau of Internol Hevenue issues separate monthly
repartn for distllsd apirits, ractified splrits, formsoted malt
Hgquors, and wine. The report oo distiled spirits gives figaras
for prodoetion; tax-paid withdrmwals; sod stoeks of whieky,
rum, gin, brandy, and other spirbs. The report oo Tectibed
gpirite gives details for mederials dumped for rectification, and
pradoction of restified epicite by kinds, The report on fermented
mait Hguor shows produetion, stoeks, tax-pild withdrawals in
bairals snd Leagw, apd by pips line for hotiling, and wutmber of
brerveries in operntion.  ‘The wine report gives predustion of ghll
wine (amelicratad and lortified wine and_ blended wine); tax-paid
withdimwals by sleohnlic eontent; tax-free withdrawels by uses;
vepertad lopses; and etocks by aleshslic corntent. TPraducstion,
tax-pald withdrawsls, lostes, and stocks of sparkling wines ars
alse repordad. Tn gll these releases, the Hems of major ipppor-
turee are raported by Stafes, '

The Annual Bepert of the Commimgieter of ITntayral Revanue
includes agdditional informaticn oo the followiog sobjects: {a}
oumber of distillerien sod bonded warchouses (0} bottled-in-
bond withdrawels, (o) age of distiied apirits held in warshonses,
(d} matarials used in the produstion of epirlis sad mel liguors,
(4 production, withdrawals, losses, aod stecks of vermouth
Much of the foragoing meterial is availabla by Statas.

The Biepniel Censpy of Manofaetures gives the deta shovn
in fhe fivst section of fable L, by Risios, alse Btate Sgures for
toet of matetials and oumber of ernblishoents, and production
figures, by Wnds and by States, on & quandity and value Dasis.
The Census Survey of Business, 1835, Wholesale Distribufion,
Yaolume 1, and Retall Distribution, Yoboae I, lnclnde the data
shown in the second pection of table 1 by States and by type of
wholesaler, and similar fgares for oumber of establishrgents,
operating axpenses gtocle, end releted deta.  Produstion and
gfocke of whisky, by %indg and by States, sod of bmeody, by
kinde, are given in reporta of the Tederal Aleohel Administration
Divisgion, Treasury Department. The reports ales give Tnited
Btates and Puerto Rican production eod stocks of rum.  Far
historical data not shown in tables 2 to B, ges United Statas
Tariff Comiggion Rsport MHo.- 80, nnd Statislics Copcerning
intoxioating Ligquors, December 1983, complied by ihe Surcau
of Internel Hevenue.,
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STATISTICS OF THE ALCOHOLIG BEVERAGE INDUSTRY

The fchowing fables present more complate statistics for the
alecholic bevernge indumiry than have heretofors been shown o
the Eorver oF CoraenT Brvewmsg For the copvenisnca of
nsers, & compleis hisforical reord fs shown for both the new
geriay and the old series: all data will ba pragenied in the regalar
menthly issuas ¢f the SURYEY bepinniog August 1839,

Where available, significent siatistics fur the preprohibition
period are shown. Certrin dafs are pvailable for the prohibi-

tion peripd, bui es they are of limited significanes, they bave
Table 2—DISTILLED

been omitted from the tables. Huch dgures may be obiained
frem tha following publisatlons: Purean of Internal Revenne
hullafins; Alcoholic Baverages, o publisztion of the Tnited States
Tarif Commisdon; the Monthly Summary of Fareien Commeres
of the Tnited Btates: and Foreign Cornmerss and Navigation of
the Toifed Statea.

Pariiouler atizntlen iz called fo the serles relating to Indicated
Clonsumption of 3pirfts for Beverage Furposes. Thiz i= the frst
time sipch gtatistics bhave been aveilehle for general uzeg,
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Table 5—RECTIFIED SPIRITS AND WINES—PRODUCTION !
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Table 7.—STILL WINES—Continued
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